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TAGS: ECONEFINGW 

SUBJECT: LAMBSDORFF TAKES ON THE BIG 
SPENDERS AND THE PROTECTIONISTS 

REE: (A) BONN 8985, (B) BONN 9280, (C) BONN 9439 

1 . SUMMARY - ECONOMICS MINISTER LAMBSDORFF BELABORS 
"STOP AND GO" ECONOMIC POLICIES; EXPRESSES PREFERENCE 
FOR TAX CUTS OVER EXPENDITURE INCREASES WHEN ECONOMIC 
SITUATION WARRANTS FISCAL STIMULATION; WARNS AGAINST 
PROTECTIONIST INDUSTRIAL POLICIES WHICH IMPEDE ECONOMIC 
ADJUSTMENT. END SUMMARY. 
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2. ECONOMICS MINISTER LAMBSDORFF TOOK ISSUE WITH 
PROPONENTS OF INCREASED GOVERNMENTAL OUTLAYS TO 
STIMULATE THE ECONOMY AND WITH ADVOCATES OF INDUSTRIAL 
CARTELIZATION AT A MAY 23 MEETING OF THE FEDERATION 
OF GERMAN INDUSTRY (BDI). HANDELSBLATT (GERMAN 
BUSINESS DAILY) HEADLINED ITS STORY "LAMBSDORFF DOES 
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NOT GO ALONG WITH MATTHOEFER". EINANCE MINISTER 
MATTHOEEER HAS BEEN INDICATING THAT IF THE ECONOMY 
IS TO BE STIMULATED, IT SHOULD BE THROUGH INCREASED 
GOVERNMENT EXPENDITURES RATHER THAN TAX CUTS. THE 
OTHER TARGET OE THE LAMBSDORFE REMARKS WAS CLEARLY 
EC COMMISSIONER DAVIGNON WHO HAD JUST ADDRESSED THE 
BDI ON THE ROLE OE INDUSTRIAL PLANNING FOR STRUCTURAL 
ADJUSTMENT. 

3. LAMBSDOREE TOLD HIS BDI AUDIENCE THAT HE COULD NOT 
AND WOULD NOT ANNOUNCE A TAX REEORM TO THEM, ABOUT 
WHICH THERE HAD BEEN SO MUCH PUBLIC TALK, SINCE 
THIS HAD NOT BEEN DECIDED UPON BY THE CABINET. 

(NOTE: THIS WAS AN OBVIOUS DIG AT MATTHOEEER EOR 
GETTING OUT FRONT ON 1979 BUDGETARY OUTLAYS.) 

CRITICIZING "STOP AND GO" TYPE POLICIES MOTIVATED 
BY INTERNATIONAL PRESSURES AND SUMMITRY CONSIDERATIONS 
AND ADVOCATING A STEADY COURSE EOR ECONOMIC POLICY, 
LAMBSDOREF GAVE HIS SUPPORT TO TAX REDUCTIONS AS THE 
PREEERRED MEANS EOR STIMULATING THE ECONOMY. HE 
WARNED OF THE DANGER OE SUBSTITUTING GOVERNMENT 
JUDGMENT EOR THE MARKET IN ALLOCATING INVESTMENT. 
ALTHOUGH ACKNOWLEDGING THAT SOME PUBLIC SECTOR SUPPORT 
OP INVESTMENTS IN ENERGY CONSERVATION AND ENVIRONMENTAL 
PROTECTION IS WARRANTED, LAMBSDORFE INDICATED THAT 
THERE WERE LIMITS TO WHAT THE GOVERNMENT SHOULD DO 
LIMITED OPPICIAL USE 

LIMITED OPPICIAL USE 

PAGE 03 BONN09559 01 OP02 242023Z 

IN THESE AREAS AS WELL. 
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4. LAMBSDOREE SPECIEICALLY CITED THE BERLIN ECONOMIC 
INSTITUTE'S (DIW) PROPOSAL EOR A LARGER PUBLIC SECTOR 
INVESTMENT PROGRAM AS THE SORT OE APPROACH HE WAS 
OPPOSED TO (REE C). HE, BY CONTRAST, FAVORED A 

TIGHT REIN ON GOVERNMENT FINANCES AND ESCHEWED 
COSTLY COMMITMENTS OE GOVERNMENT EUNDS TO PROGRAMS 
WHICH COULD NOT BE TURNED OFE. HOWEVER, LAMBSDOREE 
SAW AS DESIRABLE A LARGER PROPORTION OF THE BUDGET 
BEING APPLIED TO INVESTMENT AND LESS TO CONSUMPTION. 

5. TURNING HIS ATTENTION TO THE ISSUE OE 

EISCAL SUPPORT TO AILING INDUSTRIES AND PROTECTIONIST 
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POLICIES, LAMBSDOREF NOTED THAT SUBSIDIES TO THE 
AIRCRAET AND SHIP BUILDING INDUSTRIES HAD NOT 
EACILITATED STRUCTURAL CHANGE. AS TO CARTEL-TYPE 
SCHEMES INSTITUTED EOR THE PURPOSE OE EASING 
STRUCTURAL ADJUSTMENT, LAMBSDOREF WARNED THAT SUCH 
ARRANGEMENTS LED TO INDUSTRIAL CONCENTRATION AND 
THE DESTRUCTION OE COMPETITION RATHER THAN TO THE 
SOUGHT EOR REDUCTION IN CAPACITY. NOT EVERY PROPOSAL 


MADE IN BRUSSELS TO OVERCOME THE PROBLEMS OE A 
PARTICULAR INDUSTRY WAS TO BE SUPPORTED. HE 
INDICATED THAT THE EUROPEAN GOVERNMENTS HAD TO BE 
CAUTIOUS ABOUT HOW THEY APPROACHED THE ISSUE OE 
INDUSTRIAL ADJUSTMENT. WHERE INTERVENTION WAS 
NECESSARY, IT WAS IMPORTANT THAT IT BE COMPETITIVELY 
NEUTRAL. HE PRAISED FRENCH PRIME MINISTER BARRE EOR 
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HIS EFFORT TO MOVE HIS GOVERNMENT AWAY FROM DIRIGISME 
AND SUGGESTED THAT THE SUMMIT SHOULD REPUDIATE 
PROTECTIONISM OF ALL VARIETIES. 

STOESSEL 


LIMITED OFFICIAL USE 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 jan 1994 

Channei indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: FINANCIAL STABILITY, ECONOMIC PROGRAMS 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 24 may 1978 

Decaption Date: 01 jan 1960 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 20 Mar 2014 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978BONN09559 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D78021 9-0884 

Format: TEL 
From: BONN 

Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t19780526/aaaaavhh.tel 

Line Count: 174 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 1470c397-c288-dd1 1-92da-001cc4696bcc 
Office: ACTION EUR 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 4 

Previous Channel Indicators: n/a 

Previous Classification: LIMITED OFFICIAL USE 

Previous Handling Restrictions: n/a 

Reference: 78 BONN 8985, 78 BONN 9280, 78 BONN 9439 

Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 05 may 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: N/A 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 2593973 
Secure: OPEN 
Status: NATIVE 

Subject: LAMBSDORFF TAKES ON THE BIG SPENDERS AND THE PROTECTIONISTS 
TAGS: ECON, EFIN, GE, (LAMBSDORFF, OTTO) 

To: STATE TRSY 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/1 470c397-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassifled/Released US Department of State EO Systematic Review 20 Mar 2014 



